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RUVE, Judge: This case was heard pursuant to the provisions
of section 7463 of the Internal Revenue Code in effect when the

petition was filed. Pursuant to section 7463(b), the decision to

Unl ess otherwi se indicated, all section references are to
the Internal Revenue Code as in effect for the year in issue, and
all Rule references are to the Tax Court Rules of Practice and
Pr ocedure.
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be entered is not reviewable by any other court, and this opinion
shall not be treated as precedent for any other case.

Respondent determ ned a $2,256 deficiency in petitioner’s
2005 Federal inconme tax. W nust decide: (1) Wether petitioner
is entitled to a deduction clainmed on Schedule C, Profit or Loss
From Busi ness, for neals and entertai nment expenses of $312; (2)
whet her petitioner is entitled to a Schedul e C deduction for
travel expenses of $3,850; and (3) whether petitioner is entitled
to a Schedul e C deduction for car and truck expenses of $2,283.

Backgr ound

Sone of the facts have been stipulated and are so found.
The stipulation of facts and the attached exhibits are
i ncorporated herein by reference.

At the tinme the petition was filed, petitioner resided in
Ohi o.

Petitioner is a trained oncol ogi st and cancer researcher.
In 2004 petitioner began a consulting business that he naned
Zymenn, Inc. The objectives of his consulting business were to
transfer retired nedical equipnent fromthe United States to
China and to train nedical personnel from China.

On his timely filed 2005 Form 1040, U.S. Individual |ncone
Tax Return, petitioner reported wage incone of $288, 276.
I ncluded with petitioner’s Form 1040 was a Schedul e C wherein he

reported a net |loss of $12,110 from Zymenn, Inc. Petitioner
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reported zero gross receipts and zero gross incone from Zynenn,
Inc., during 2005. Zynenn, Inc., was not profitable because
petitioner was not able to transfer any nedi cal equipnment to

Chi na on account of a change in governnent regul ations.

Petitioner testified that governnment regulations in China changed
in 2005 and when this happened he could not make any noney. The
$12,110 net | oss was conputed entirely frompetitioner’s Schedul e
C cl ai med expenses. Petitioner clained the follow ng Schedule C

expenses related to Zynenn Inc.:

Expense Anpunt
Adverti sing $540
Car and truck 2,283
Comm ssions and fees - 0-
Contract | abor - 0-
| nsur ance 200
| nterest:

Mor t gage - 0-
Q her - 0-
Legal and professional services 375
O fice expense 100

Rent or | ease:

Vehi cl es, machi nery, and equi prment - 0-
Q her business property - 0-
Repai rs and mai nt enance 250
Suppl i es 100
Taxes and |icenses 365
Travel 3, 850
Deducti bl e nmeal s and entertai nnent 312
Uilities 240
O her expenses 860
Busi ness use of hone 2,635

Tot al 12,110

On June 10, 2008, respondent issued to petitioner a notice
of deficiency denying sone, but not all, of petitioner’s Schedul e

C deductions related to Zynenn, Inc. Respondent disall owed
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petitioner’s clainmed deductions for neals and entertai nnent of
$312, travel of $3,850, and car and truck of $2,283. These
deductions were disallowed for [ack of substantiation and/or
failure to establish a business benefit or purpose.

During 2005 petitioner nmade seven trips to China. Sone of
the trips were for both business and personal purposes, but three
of the trips to China were pure business trips. The purpose of
the three trips was to talk with the staff at a hospital in China
to determ ne how petitioner could help the hospital. During
these three trips to China petitioner nmade contact wth and
talked wth nedical professionals in an internal medicine
departnment, a cancer institute, and an oncol ogy departnent. The
business trips were taken in January, April, and August 2005.
Airfare receipts for the three business trips indicate that the
costs of the airfare were $1,400, $1,080, and $1, 407. 63,
respectively. Receipts for the April and August 2005 trips
i ndi cate issue dates during 2005; the receipt for the January
2005 trip indicates that it was issued on Decenber 10, 2004.

Di scussi on

A taxpayer nust substantiate amounts claimed as deducti ons
by mai ntaining the records necessary to establish that he is
entitled to the deductions. Sec. 6001; sec. 1.6001-1(a), Incone
Tax Regs. Section 162(a) allows as a deduction all the ordinary

and necessary expenses paid or incurred in carrying on a trade or
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busi ness. The determ nation of whether an expenditure satisfies
the requirenments for deductibility under section 162 is a

question of fact. Conm ssioner v. Heininger, 320 U S. 467, 475

(1943). In general, an expense is ordinary if it is considered
normal , usual, or customary in the context of the particular

busi ness out of which it arose. Deputy v. du Pont, 308 U.S. 488,

495 (1940). Cenerally, an expense is necessary if it is
appropriate and hel pful to the operation of the taxpayer’s trade

or business. Conm ssioner v. Tellier, 383 U S. 687, 689 (1966).

Section 274(d) inposes hei ghtened substantiation
requi renents for any cl ai ned deducti on under section 162 or 212
for any traveling expense (including neals and | odgi ng while away
fromhone) and for |isted property. See sec. 274(d)(1), (4).
Li sted property includes passenger autonobiles. Sec.
280F(d)(4) (A (i). Under the heightened substantiation
requi renents a taxpayer must substantiate his expenses by either
“adequat e records” or “sufficient evidence corroborating the
t axpayer’s own statenent”. Sec. 274(d); sec. 1.274-5T(c)(1),
Tenporary I ncone Tax Regs., 50 Fed. Reg. 46016 (Nov. 6, 1985).
“To neet the ‘adequate records’ requirenents of section 274(d), a
t axpayer shall maintain an account book, diary, |og, statenent of
expense, trip sheets, or simlar record * * * and docunentary
evidence”. Sec. 1.274-5T(c)(2)(i), Tenporary Incone Tax Regs.,

50 Fed. Reg. 46017 (Nov. 6, 1985). Cenerally, corroborative
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evi dence nmust be direct evidence, such as a statenent in witing
or the oral testinmony of witnesses involved in the event in
relation to which a deduction is clained, or docunentary evidence
such as described in section 1.274-5T(c)(2), Tenporary |Income Tax
Regs., supra. Sec. 1.274-5T(c)(3)(i), Tenporary I|Incone Tax
Regs., 50 Fed. Reg. 46020 (Nov. 6, 1985). In proving the
busi ness purpose of an expenditure, the corroborative evidence
may be circunstantial. 1d.

Travel i ng Expenses (Including Meals and Entertai nnent)

Under the hei ghtened substantiation requirenments for
travel i ng expenses (including nmeals and | odgi ng while away from
honme) a taxpayer nust prove the following elenents: (i) The
anount of each separate expenditure for traveling away from hong;
(1i) the dates of departure and return for each trip away from
home spent on business; (iii) the destinations or locality of
travel, described by nane of city or town or other simlar
designation; and (iv) the business reason for travel or nature of
t he busi ness benefit derived or expected to be derived as a
result of travel. Sec. 1.274-5T(b)(2), Tenporary |Incone Tax
Regs., 50 Fed. Reg. 46014 (Nov. 6, 1985).

On his 2005 Federal inconme tax return, petitioner clained
$312 of deductible neals and entertai nment expenses. See sec.
274(n). Petitioner neither testified about nor proffered any

substantiati on or other docunentary evidence establishing the
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clai med $312 of neals and entertai nment expenses. Respondent’s
determ nation to disallow the $312 of neals and entertai nnent
expenses i s sustai ned.

As to the $3,850 of traveling expenses, petitioner testified
t hat al t hough he nade seven trips to China during 2005 he cl ai ned
a deduction only for the three trips which were “pure business
trips.” Moreover, the only traveling expenses cl ai med were
expenditures for the airfare purchased for the three trips.
Petitioner provided copies of receipts, boarding passes, and his
passport to substantiate the expense and dates of travel to and
fromChina. Petitioner’s receipts indicate that airfare for two
of the three so-called pure business trips was purchased during
2005; however, the airfare for the January 2005 trip was
purchased in 2004. Section 461(a) provides that *“The anpunt of
any deduction or credit allowed by this subtitle shall be taken
for the taxable year which is the proper taxable year under the
met hod of accounting used in conputing taxable inconme.” Because
petitioner used the cash nethod of accounting for his consulting
busi ness and purchased the airfare for the January 2005 trip
during 2004, that expense is not properly deductible for the year
at issue. Wth respect to the April and August 2005 trips to
China, petitioner credibly testified that the trips were
necessary for himto establish a working relationship with

hospital s and nedi cal personnel in China for his consulting
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business. W find that petitioner has denonstrated a busi ness
purpose for the April and August 2005 trips to China and that he
has established the cost of the airfare, the dates of the travel,
and the location to which he traveled. Therefore, we hold that
petitioner is entitled to deduct the traveling expenses of $1, 080
and $1,407.63 for the April and August 2005 trips, respectively.

Car and Truck Expenses

Under the hei ghtened substantiation requirenents for car and
truck expenses a taxpayer nust prove the follow ng el enents:
(i)(A) The amobunt of each separate expenditure; (i)(B) the anmount
of each business/investnent use (i.e., mleage for autonobiles)
and the total use for the taxable period; (ii) the date of the
expenditure or use with respect to the autonobile; and (iii) the
busi ness or investnent purpose for an expenditure or use with
respect to the autonobile. Sec. 1.274-5T(b)(6), Tenporary |ncone
Tax Regs., 50 Fed. Reg. 46016 (Nov. 6, 1985).

On his 2005 Federal inconme tax return petitioner clained car
and truck expenses of $2,283. To substantiate his business
expenses for the use of his vehicle petitioner prepared and
proffered a m | eage sunmmary, which indicates that he clainmed to
have driven 5,000 mles for business during 2005. Petitioner
testified that he prepared the m|eage sunmary only after having
recei ved correspondence fromthe Internal Revenue Service and

that he prepared it from“Mnory, and sone of it was from-well,
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my calendars and ny nmenory.” Furthernore, petitioner has not
establ i shed the dates of use? or the business purpose for each
use of his autonobile. Thus, petitioner failed to establish
eligibility for a deduction for car and truck expenses.
Consequently, we sustain respondent’s determ nation to disall ow
petitioner’s clainmed car and truck expenses.

I n reaching our holdings herein, we have consi dered al
argunents nade, and to the extent not nentioned above, we find
themto be noot, irrelevant, or without nerit.

To reflect the foregoing,

Deci sion will be entered

under Rul e 155.

2Petitioner’s mleage sunmary provides a total of the
busi ness m | eage for each nonth during 2005 but does not
otherwi se indicate the date of use of petitioner’s autonobile or
t he busi ness purpose for each use during the nonths represented
in the m|eage sumary.



